important part in the lives of citizens, aswell as

being an important economic force. According to
a 1999 survey conducted by the Independent Sector,
70.1 percent of households contributed to charitiesin
1999, and the average household contribution to
charity was $1,075 [1]. Seventy-six percent of
citizens reported feeling that nonprofit organizations
played an important role in their own communities
[2]. Because the nonprofit sector plays such alarge
rolein the U.S. economy, detailed study and analysis
of this“third sector” isvital. The Statistics of
Income (SOI) data show that the number of non-
profit charitable organizations filing information
returns with the Internal Revenue Service (IRS)
more than doubled during the 20-year period between
1975 and 1995, and their real assets and revenues
more than quadrupled [3] [4].

In addition to being a Sgnificantly large compo-
nent of the American economy, the nature of the
nonprofit sector is changing. A report by the Kellogg
Foundation examined several new characteristics of
the nonprofit sector which have emerged in the late
twentieth century. Specifically, the report found
three new waves of change. Firgt, the “innovations
of socid entrepreneurs and the organi zationa models
they are creating require new perspectives and re-
sponses from traditiond philanthropy” [5]. Second,
“pressures from an active and vocd civil society, dong
with enlightened corporate leadership are...creating
new opportunities and incentives for the commercia
sector to partner with philanthropies, other nonprofits
and government” [6]. Lagt, “belief in the value of
wedlth creation in addressing socid change aong with
the principles of venture capita investment is influ-
encing the practice of emerging philanthropists’ [7].
Such important shiftsin alarge sector of the Ameri-
can economy makes critical the financial information
pertaining to exempt organizations [8]. This Com-
pendium of Studies of Tax-Exempt Organizations
provides a comprehensive picture of the financia
characteristics of tax-exempt organizations, allowing
scholars access to the wedlth of information gathered
by The Statistics of Income Division.

I n the United States, charities play an extremely
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The Compendium of Studies of Tax-Exempt Organi-
zations, Volume 3, 1989-1998, is a comprehensive
source of SOl data and information concerning the
nonprofit sector. SOI conducts annua studies of
certain types of tax-exempt organizations, using
samples of returns filed with the IRS. Analyses of
study results, dong with statistical tabulations, are
published annudly in the SOI Bulletin. Volume 3 of
the Compendium consolidates al data and articles
previoudy published by SOI, covering various Re-
porting Y ears between 1989 and 1998 [9].

The earliest collection of SOI data on nonprofit
charitable organizations and private foundations,
classfied as tax-exempt under Internal Revenue
Code section 501(c)(3), appeared in the first volume
of the Compendium, which presented articles pub-
lished from 1974 through 1987. The Compendium,
Volume 2, was more comprehensive. In addition to
data on section 501(c)(3) organizations, it contained
information on charitable bequests and organizations
exempt from tax under sections 501(c)(4) through
(©)(9). These sections of the Code describe social
welfare organizations, membership societies, and
civic, socia, recreational, and fraterna organizations.

SOl plays an important role in fostering research
on tax-exempt organizations by sharing its data and
collaborating with other researchers inside and out-
side of Government. In addition to SOI articles,
Volume 3 contains papers authored by non-SOI
scholars who have used SOI data for research on
various aspects of the nonprofit sector.

Volume 3 of the Compendium organizes the
articles and papers on tax-exempt organizations into
the following sections:

Overview of Tax Exempt Sector Research

Charities and Other Tax Exempt Organizations

Private Foundations and Charitable Trusts

Unrelated Business Income Tax

Charitable Remainder Trusts

Related Papers on Nonprofit Research Using
SOl Data
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Of the articles included in the Compendium,
Volume 3, most have appeared in various quarterly
editions of the Statistics of Income (SOI) Bulletin.
Some were prepared for publication in other SOI
publications and academic journas. A ligting of
references for the articles and papers included in this
volume, in addition to references cited therein, ap-
pears in the “ References’ section.

A easof FocusWthi ntheNonprofi t Sector

The firg two articles in The Compendium, Volume 3,
provide a historical overview of nonprofit research
done at SOI. Skelly’s article focuses on al nonprofit
research done, while that written by Meckstroth and
Arnsberger deals mainly with research on section
501(c)(3) organizations filing Forms 990, 990-EZ, and
990-PF. In addition to the two articles presenting
historical data, the “Overview” section includes an
article describing the methodol ogies used to select
each of the SOI exempt-organization return samples

In the section entitled “Charities and Other Tax
Exempt Organizations,” data presented were gath-
ered from Forms 990, Return of Organization
Exempt from Income Tax, and 990-EZ (the short-
form version of the return) for Reporting Y ears 1989
through 1998. These articlesinclude information on
organizations such as schools, hospitals, public chari-
ties, and certain religious organizations, as well as
socia welfare organizations, civic and business
leagues, labor and agricultural organizations, recre-
ational and socia clubs, fraterna beneficiary associa
tions, and voluntary employees’ beneficiary associa-
tions. Reporting Year 1997 and later years' data
incorporate two significant additions to the annual
sudies. information regarding lobbying expenditures
by 501(c)(3) organizations, as well as a worksheet
reconciling revenue and expenses on an
organization’s financia statements with the amounts
it reports on Form 990.

The third section, “Private Foundations and
Charitable Trusts,” presents data collected from
Form 990-PF, Return of Private Foundation or
Section 4947(a)(1) Nonexempt Charitable Trust
Treated as a Private Foundation, for Reporting
Y ears 1991 through 1997. Rather than operate their
own charitable programs, many private foundations
provide grants to other nonprofit organizations, com-

munities, and individuas. These grants provide
financial support to programsin the aress of the arts,
humanities, education, health, human services, and
environmental protection, among others. In addition
to information on private foundations, this section
includes information on “nonexempt charitable trusts’
classified under Code section 4947(a)(1).

Thisisthe first Compendium volume to include
annua information from Form 990-T, Exempt Orga-
nization Business Income Tax Return. Data are
presented for Tax Years 1991 through 1997, based
on samples of returns with reported gross “unrelated
business income” (UBI) of $1,000 or more. Gener-
aly, aForm 990-T tax return is required to be filed by
an organization, ordinarily exempt from tax, to report
income produced from activities that are “regularly
carried on” and “are not substantialy related” to its
tax exempt purpose. Beginning with Tax Year 1993,
the sample included al Forms 990-T filed by any
organizations whose annua information returns were
selected for the Form 990 SOI sample, in addition to
other Forms 990-T selected independently.

Also included in this Compendium volume is an
article on charitable remainder trusts for Reporting
Y ear 1998, which was published in the Winter 2000-
2001 issue of the SOI Bulletin. Data for the 1998
study of charitable remainder trusts were collected
from Form 5227, Split Interest Trust Information
Return. Form 5227 isfiled by trusts having both
charitable and noncharitable beneficiaries, as de-
scribed in section 4947(8)(2) of the Internal Revenue
Code. The most recent split-interest trust data pub-
lished by SOI prior to the 1998 report were for Re-
porting Year 1979 [10]. Charitable remainder trusts
pay ether afixed dollar amount or a percentage of
assets annudly to one or more non-charitable benefi-
ciaries. These payments may be for a specified
number of years or for the life of the beneficiary.
Upon termination of the payments, the remaining
interest is transferred to a charitable organization.

The final section contains additional articles and
papers on topics related to the nonprofit sector.
These topics cover corporate and individua philan-
thropy, tax-exempt private activity bonds, the classifi-
cation of nonprofit charitable organizations by the
Nationa Taxonomy of Exempt Entities, and the

commercialization of nonprofit organizations.
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Since 1917, the Statistics of Income Division within
IRS has produced annual financial statistics which
are reported on various returns filed with the IRS.
SOl produces financial statistics on individuals,
domestic corporations, U.S. corporations with foreign
activities, wealth and estates, and tax exempt organi-
zations. Data and descriptive articles regarding these
subject areas are published in various SOI publica-
tions, which are detailed at the back of this volumein
the “ SOI Products and Services’ section.

Datafor SOI is developed using samples of al
tax returns filed with the Internal Revenue Service.
Specificaly, tax-exempt organization data are col-
lected from the following forms.

e Form 990, Return of Organizations Exempt
from Income Tax

e Form 990EZ, Short Form: Return of Organi
zations Exempt from Income Tax

e  Form 990-PF, Return of Private Foundation
(of Section 4947(a)(1) Trust Treated asa
Private Foundation)

e Form 990-T, Exempt Organization Business
Income Tax Return

*  Form 5227, Split-Interest Trust Information
Return

For a genera discussion of SOI sampling proce-
dures and data limitations, there is an article entitled
“SOI Sampling Methodology and Data Limitations,”
found in the Appendix to this volume. As mentioned
above, amore detailed description of sampling for the
various exempt organizations studies is included in the
“Overview” section. Additiondly, articles published
in the SOI Bulletin each contain a section dedicated
to “Data Sources and Limitations.”

Looki ng Towar dt he Fut ure: UpconingH ans
for Tax Exenpt Cat a

SOl has recently engaged in a project that greatly
improves the accessibility of nonprofit data by
scanning and storing Forms 990 and 990-PF on CD-
ROMS or tapes. This project, which has been
co-sponsored by the National Center for Charitable
Statigtics (NCCS), requires collaboration with IRS
gaff in SOI, the Tax Exempt/Government Entities
(TE/GE) Division, and the Submission Processing

Center in Ogden, UT. To date, more than 20 million
pages of the forms and their attachments have been
scanned.

The SOI studies of charitable remainder trusts
for Reporting Y ears 1998 and 1999 cover only two
types of split-interest trusts filing Form 5227. These
are charitable remainder annuity trusts and charitable
remainder unitrusts. Beginning with Reporting Y ear
2000, the SOI split-interest trust studies will be ex-
panded to include all types of organizations filing
Form 5227 — charitable remainder trusts, pooled
income funds, and charitable lead trusts.

D R oduct sandServi ces

SOl data are available in both € ectronic format and
printed publications. Microdata for exempt organiza-
tions (Forms 990 and 990-PF) are available from
SOI, aswell asthe National Center for Charitable
Statistics. The data, which contain identifiable
organization records, can be made available because
of the Federal requirement for these organizations to
make their IRS information returns available to the
public. To request any of the data or microdata CD-
ROM'’ s offered by SOI, contact the Statistical
Information Services Office:

Statistical Information Services
(202) 874-0410

Statistics of Income Division
(202) 874-0964 (fax)

Internal Revenue Service
ss@irs.gov (e-mail)

P.O. Box 2608

Washington, DC 20013-2608

Scanned images of Forms 990 and 990-PF filed
by section 501(c)(3) organizations are dso available

from the internet sites of Philanthropic Research, Inc.

(PRI) and the National Center for Charitable Statis-
tics (NCCS). The World Wide Web addresses for
PRI and NCCS are as follows:

Philanthropic Research, Inc.
www.guidestar.org

National Center for Charitable Statistics
www.nccs.urban.org

Additionally, SOI’s Internet Site offers over 800
files of both SOI and non-SOI products and services.
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Files presenting tables, articles, information about
SOI products and services, IRS Annua Data Book
tables, Compliance Research projections, and non-
profit Master File microdata records are currently
available. The SOI World Wide Web addressis:
http://www.irs.gov/tax_stats.

Not es and Ref er ences
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National Survey conducted by the Independent
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Additiond information on the changing nature of
nonprofits, and their relationship to the Govern-
ment can be found in the article entitled,
“Changing Roles, Changing Relaionships. The
New Challenge for Business, Nonprofit Organi-
zations, and Government.” This articleis
availablein HTML format through the Indepen-
dent Sector’s World Wide Web Page, http://

www.independentsector.org/programs/leader-
ship/3Sector_Collaboration.html.

Thetitle of the Compendium, Volume 3, cites
the years 1989-1998 because these are the
Return Y ears covering annual analyses that
were published for the various SOI tax-exempt
organization return studies. However, two
articles that contain limited historical data for
certain years prior to 1989 have aso been
included in the Overview section of the Com-
pendium.
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